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Welcome to the first InFocus newsletter! 
In this edition, we’re proud to feature 
articles from Morris Crocker, Tempus 
Wealth, Primary Care Surveyors, VWV 
and Afilia. 

The purpose of SMAS is to improve 
advice to GPs about their finances by 
disseminating information and by being 
stronger, collectively, as a result of 
sharing experiences relating to GP 
finances with other group members 
throughout the country.



WELCOME TO THE FIRST EDITION 
OF OUR NEW AND IMPROVED GP 
NEWSLETTER, SMAS INFOCUS.
I would like to thank everyone for their patience over the 
summer while we have revamped the whole newsletter 
style. I’d also like to introduce our Specialist Medical 
Advisory Services network, known as SMAS. 
 
This improved publication enhances the purpose behind 
SMAS, which is a network of experienced professionals 
sharing knowledge and ideas to better advise and 
assist our clients in the medical sector. This first edition 
includes articles from some of our SMAS members. 
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It has been a very busy time in the GP sector, and I think 
that an important message is that a large majority of our 
practices are performing well in this 2018 financial year, 
in spite of the never-ending pressures that are faced.  
 
In the next edition, we will release our new Morris 
Crocker Statistics, which have also had to undergo a 
major overhaul to stay relevant and useful with new 
practice models placing more reliance on other non-
partner clinicians alongside an ever-growing list size.  
We hope you enjoy this edition, and I look forward to 
discussing the enclosed topics at our future meetings.

Pete Farrier - Director
Morris Crocker Accountants



HM Revenue & Customs (HMRC) has now 
confirmed that Making Tax Digital (MTD) will 
become mandatory for UK VAT registered 
businesses* from 1 April 2019.

If you are already using MTD compliant digital accounting 
software, such as Xero or Quickbooks Online, or 
outsource your bookkeeping to us, then great, there is 
nothing you need to do. 

However, if you are not currently using compatible 
software and are VAT registered with a taxable turnover 
above the £85,000 VAT threshold, you will need to 
change to a compatible record keeping system and set 
up a digital tax account by this date. For example, if you 
are using a desktop version of Quickbooks that was 
purchased before 2017 it will not be MTD compliant and 
an upgrade will be necessary. 

If your business is not VAT registered and therefore not 
affected by next April’s reporting requirements, it should 
be noted that HMRC’s future plans for digital reporting 
will affect income tax and corporation tax. Although this 
is not proposed until April 2020 at the earliest, it is better 
to start keeping digital records sooner rather than later 
so you are ready for the changes. 

Cloud accounting packages such as Xero and 
Quickbooks Online offer many benefits including 
improved productivity, saving time, better control of 
your finances, 24/7 access to your accounts and better 
decision making. 

We have been recommending online accounting 
platforms for more than ten years and have the 
ability to setup, support and assist you with your 
move to digital record keeping and the improvements 
in reporting that they offer. Furthermore, as Xero 
and QuickBooks Online partners, we are able to 
provide the monthly subscriptions to these systems 
at a discounted rate. 

Please get in touch if you need our help in converting 
your bookkeeping to a digital system. If you are VAT-
registered we would urge you to do this as soon as 
possible so that we have adequate time to get you ready 
before next April.

For those practices who are VAT registered and are 
presently using Xero or Quickbooks Online we will shortly 
be issuing updated VAT guides that will need to be 
actioned for VAT Returns post 1 April 2019. Use of these 
instructions will ensure that the practice’s VAT records 
are compliant with the new MTD rules. 

*There is a six month deferral to 1 October 2019 for a 
small minority of VAT registered businesses who have 
more complex requirements and fall into the following 
categories: trusts, not-for-profit organisations that 
are not set up as a company, VAT divisions and groups, 
government departments, NHS trusts, local authorities, 
public corporations, traders based overseas and those 
required to make payments on account and annual 
accounting scheme users.

GETTING READY FOR 
DIGITAL RECORD KEEPING

WINTER 2018

OCTOBER 2018 | MORRIS CROCKER

Should you have any queries regarding MDT, 
please do not hesitate to contact us.
Tel: 023 9248 4356 | Fax: 023 9249 8163
mc@morriscrocker.co.uk 
www.morriscrocker.co.uk
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ANNUAL ALLOWANCE 
STATEMENTS

A REMINDER ABOUT 
YOUR BUSINESS MOTOR 
EXPENSES CLAIM

When you receive these from NHS Pensions, if you 
have transitioned to the 2015 Scheme there will be 2 
separate statements (NB these are not two copies of 
the same statement) – one for the 1995/2008 Scheme 
and one for the 2015 Scheme. Please note when you 
send them to us it is both copies we need.

The current HM Revenue & Customs’ ruling on the 
deductibility of travel costs are as follows:
 Journeys between places of business for purely 

business purposes are allowable (e.g. surgery to 
patient/surgery to surgery)

 Journeys between home (even where home is 
used for business) and places of business are 
not allowable (with the exception of emergency 
callouts)

 Journeys between a location which is not a place 
of business and a business location are not 
allowable (e.g. hospital appointments to surgery)

www.morriscrocker.co.uk
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The Annual Allowance is the maximum that 
can be paid into a pension and qualify for tax 
relief. Transitional Members have moved from 
the 1995 to the 2015 NHS Scheme and Scheme 
Pays allows certain tax costs to be met by 
your pension.

Sounds simple, doesn’t it? Well, for the majority of 
those paying into pensions it is, because over 70% of 
all pension scheme members now pay into a defined 
contribution scheme. Unfortunately, for those who 
still benefit from membership of a defined benefit 
pension scheme, the restriction of tax relief is much 
more complex. Added to this are the already fiendishly 
complicated rules for the NHS Pension Schemes.

To explain the full interaction of the Annual Allowance 
and the impact on the NHS Pension Scheme would 
require an article broadly the same size as Marcel 
Proust’s novel “Remembrance of Things Past” – officially 
the longest book ever written (Guinness World Record). 
To avoid having to write this and not wishing to inflict 3 
months of intense reading on you, this article focuses on 

the most vital elements that all medical professionals 
should be aware of and take note of.

The starting point is to say that this isn’t all bad news. 
Where the pension growth significantly exceeds the 
available allowances, this indicates that the entitlement 
to pension over a 12-month period has increased 
significantly faster than the rate of inflation. As a 
member of the NHS Pension no more or less has been 
paid over this period, it is just the rules of the scheme 
that cause your final pension entitlement to increase.

The significant impact is for transitional members of 
the scheme. In simple terms, those who have accrued 
benefits in the 1995 Scheme and have now been moved 
to the 2015 Scheme. This is because your Career 
Averaged Revalued Earnings (CARE) in the 1995 Scheme 
will continue to be dynamised until your retirement age. 
This means that the pension accrued in the 1995 Scheme 
will continue to increase each year by 1.5% more than 
inflation. For 2017/18 this will result in a dynamising 
factor of 4.5%.

Ultimately, this is very positive as it means the benefits in 
the 1995 Scheme, which you are no longer contributing 
towards (don’t forget this is for those who have already 
moved to the 2015 Scheme), are growing at quite a rapid 
pace and it’s not costing you anything. The bad news is 
that by doing so, a significant proportion of your Annual 
Allowance can be used by a scheme you are no longer 
contributing towards, leaving less allowance available to 
count against contributions to the 2015 Scheme.

This is further complicated by the unique way a GP’s 
pensionable profits are reported to NHS Business 
Services. The superannuation certificates showing the 
profits cannot be submitted until the February after the 
end of the tax-year (in many cases almost 11 months 

THE ANNUAL ALLOWANCE, 
TRANSITIONAL MEMBERS 
AND SCHEME PAYS
NOVEMBER 2018 | TEMPUS WEALTH
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after they were earned). This means that through no 
fault of its own NHSBS are simply unable to provide the 
Annual Allowance Pension Savings Statements for almost 
18 months. There’s normally a flurry in October and 
November.

During this period, there are some significant deadlines 
which come and go, but because they are driven by HMRC 
and not the rules relating to the NHS Pension Scheme 
there is a complete lack of joined up thinking (or possibly 
any thinking). Consider your Annual Allowance figures 
arriving in November 2018 indicating you are deemed to 
have paid too much into your pension in the 2016/17 tax-
year. Firstly, you have underpaid tax for 2016/17 and will 
have to make this up, secondly you have underpaid not 
one but two payments on account (these are calculated 
with reference to your total tax in 2016/17) and to top it 
all off HMRC charge you 3.25% interest on all these late 
payments!

A further complication is caused by the introduction of 
a Tapered Annual Allowance for higher earners, which 
restricts the amount of tax relief available. There are 
2 income figures which must be checked to determine 
whether tapering applies and to what extent.

Firstly, Threshold Income - broadly your total taxable 
income, less certain reliefs. Several reliefs apply but by 
far the largest, in most cases, is the pension contribution. 
For example, total taxable income may be £135,000 but 
after pension contributions this reduces to £105,000. 
This is below the threshold income figure of £110,000 so 
the full Annual Allowance applies. However, if pension 
contributions were, say £24,000, the Threshold Income 
would be £111,000 and tapering may apply. To determine 
whether it does, your Adjusted Income needs to be 
calculated - this essentially adds back most types of 
pension accrual. At its most basic level, this Adjusted 
Income is calculated as the Threshold Income level plus 
the Pension Growth shown on your Annual Allowance 
Pension Savings Statements. Assuming a figure of 
£60,000, the Adjusted Income would be £171,000 and your 
Annual Allowance is tapered. 

This means that the figures you have received in October 
or November now indicate that 2-years previously your 
Annual Allowance was reduced, and you knew nothing 
about it.

This means you may have exceeded the allowance by even 
more than is indicated in the Annual Allowance Pension 
Savings Statement and, as a result, increases the money 
owed to HMRC for your balancing payment, payments on 
account and the interest due!

There is, however, an option to have this tax charge 
paid from your pension rather than on your tax return 
– Scheme Pays.  This isn’t a nil cost option, however, 
because the NHS Pension Scheme is basically paying 
the tax for you, with the amount paid considered a loan 
from your pension which is repaid when you retire, 
plus interest. This entire area is complex and requires 
specialist advice. It is also something we will write about 
in more detail in future issues.

For this article, we simply want to make the point that 
the Scheme Pays deadline is 31st July. This is about 
3-4 months before you receive your Annual Allowance 
Pension Savings Statements! Again, an HMRC deadline. 
The only option of applying for Scheme Pays is to submit a 
request based on an estimated figure before the deadline 
and then have it adjusted once the true figures are 
known. This will invariably lead to an increased cost for 
accountancy or financial advice but neither will be close 
to the cost of finding, in some cases, an extra £20,000-
£30,000 to meet an unavoidable tax bill.

Whether you are an existing client or would like 
to speak to us for the first time, please feel free 
to contact us.

Call on 02392 518200

Jonathan Foster , Director  
Jon.foster@tempus-wealth.co.uk 

Michael Reidy, Director 
Mike.reidy@tempus-wealth.co.uk

Charlie Callan, Director 
Charlie.callan@tempus-wealth.co.uk
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The importance of strengthening the work 
within clusters to deliver services more 
centrally within primary care where possible 
was one of the key themes discussed at the 
Cardiff Practice Management Conference 
hosted by healthcare law firm, VWV.

It is unquestionable that many GPs are facing ongoing 
demands and workload in their day to day practice. 
With over 14 Primary Care Clusters located within 
Wales, Welsh GP practices working as a cluster through 
coordinating access to research and evaluation expertise 
ensures health and care services are better co-ordinated 
and supported to deliver sustainable primary care to 
patients. This requires recurrent funding and robust 
workforce training planning.

Dr Charlotte Jones, Chair of GPC Wales focused on the 
current NHS within Wales, stressing the importance 
of how “clusters are here to stay”, and how it is 
imperative for GP practices to make clusters work for 
them in order to collaboratively transform primary 
care, especially around the three key pressures being 
workforce, workload and resources. Charlotte further 
stated “significant work is required in communicating the 
rationale for the cluster model, ensuring enthusiastic 
engagement, facilitate true collaboration and provide 
proper funding to support”

The Welsh Government is committed in changing 
and developing GP clusters and will be focusing in 
addressing the key areas of priority mainly around 
indemnity, reducing GP workloads, uplift contracts, QOF 
and cluster network domain revisions, last man standing 
liabilities and the overall workforce, and will be followed 
by a wider review of the overall GMS contract. Will the 
profession recover? Only time will tell - further dialogue 
and input by GPs and practice managers in particular 
at the various Welsh Government boards remains a key 
objective. 

Other conference topics included an NWIS initiatives 
update having positive impact on practices such as 
‘Choose Pharmacy’ and ‘My Health Online’ and use 
of IT from Head of Primary Care, Martin Dickinson, 
an general update from the CEO, Alex Howells of 
Health Education and Improvement Wales. This was 
followed by workshops consisting of Xytal Ltd’s change 
implementation in practices, the meaning of a healthier 
Wales for GPs from Director of Primary, Community 
and Mental Health, Alan Lawrie and National Director 
and Strategic Programme Lead for Primary Care, Sue 
Morgan, as well as getting your house in order by VWV 
Partner, Oliver Pool. 
View our panel conference podcast.

ARE CLUSTER DEVELOPMENTS 
HEADING IN THE RIGHT DIRECTION?
OCTOBER 2018 | VWV

“I have always admired the resilience and adaptability of GP 
Practices - and those in Wales have had a very tough few years. 
The conference was an opportunity for Practice Managers and 
GPs to come together, listen to an informed group of speakers 
and to debate the issues they face. I do hope that all those who 
came felt that they learnt something of benefit to themselves 
and their practices. — Ben Willis, who chaired the conference

For more information about 
our specialist Healthcare 
sector legal advice and 
events, please contact 
Ben Willis on 0117 314 5394



This firm regularly undertakes valuations 
of doctors’ surgeries, predominantly for 
partnership purposes. We are sometimes 
also asked to review valuations provided by 
other firms, and it is interesting to observe 
the trends in valuations – particularly in 
those repeat valuations relating to thesame 
property.

In recent years, the valuation of surgery premises has 
generally increased significantly and I am often asked: 
why? In the main, the answer is interest rates, which 
remain historically low; and whilst interest rates have 
increased recently, the increase was very modest.

It follows that the investment yields used in the valuation 
of surgeries (along with most commercial properties) 
also remain low, and have tended to reduce further 
as the long term forecast for interest rates remains 
generally at low levels. This means that investors are 
prepared to accept a lower yield, i.e. rent as a proportion 
of market value (or purchase price), as the rental income 
is still higher than would be achieved from other forms 
of investment, such as putting money in a deposit 
account (this also means it is a good time to consider 
selling surgeries, but that is another topic).

Whilst most valuations of surgeries are not due to a 
transaction of the property as an investment, it is the 
potential that the property can be sold to an investor that 
underpins the valuation for partnership purposes.

Having said that, when a property is sold as an 
investment, there is a lease is place under which the 
rent is paid to the landlord. With partnership and assets, 
rarely is a lease in place – therefore, if the property is 
to be sold as an investment, there needs to be a lease 
granted, which in turn needs to be approved by the NHS. 
The valuation exercise needs to take into account the 
cost of creating that lease and, moreover, the time taken 
to draft a lease and seek approval from NHS.

Accordingly, the valuation for partnership purposes 
tends to be lower than if the property was to be sold as 
an investment property, typically by way of a sale and 
lease back transaction.

The following table provides a guide to the 
yields achieved for different types of surgery 
premises in the market when surgeries are 
sold:

THE VALUE OF SURGERIES 
IN TODAY’S PROPERTY MARKET
NOVEMBER 2018 | ADAM THOMPSON, DIRECTOR
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Grade Description Yield Range

Grade A 
& Portfolios

New purpose 
built 4.0% - 4.5%

Grade B Slightly older 
purpose built 4.5% – 5.5%

Grade C

Older purpose 
built (refurb & 

extend) 
House 

conversions with 
extensions

5.5% – 6.5%



The other component to the valuation is the rental 
income. Over the last ten years or so, surgeries have 
generally seen very modest increases in rental income, 
with District Valuers tending to resist increases in rent, in 
line with other types of property. Often without there then 
being much comparable evidence relating to doctors’ 
surgeries, it is often not considered worthwhile pursuing 
the matter to dispute resolution. This perpetuates the 
situation of very modest levels of rental growth; however, 
the situation is changing.

Change is being brought about through the desire for 
new medical centres to be built, and the corresponding 
levels of rent that need to be agreed between the parties 
to make the new medical centre viable.

Land values have increased (because the land can be 
used for an alternative form of development that may be 
more lucrative) and costs of construction have increased 
significantly.

In order for a new medical centre to be financially viable, 
the level of rent required today is significantly more than 
was required even as recently as five years ago. This is 
partly why the Department of Health are keen to fund 
premises by way of capital payments, as a one-off bullet 
payment to fund the construction of a medical centre as 
opposed to committing to full revenue cost immediately 
the medical centre opens.

The current means for the capital funding of medical 
premises is generally under the Estates & Technology 
Transformation Fund, but there is also increased 
funding available for improvements, extensions and 
refurbishment of premises, by way of improvement 
grants.

When a valuation is undertaken for partnership 
purposes, this needs to reflect the funding of the 
premises, with the main rental income being the 
notional rent together with any other rental income from 
other parts of the premises, such as community staff, 
pharmacy or the occupation other parts of the premises.

With regard to notional rent, with rent reviews occurring 
every three years there is often a rent review outstanding 
or the next rent review is shortly due. Either way, the 
valuer needs to have regard to the extant rental income 
as received, and also needs to provide opinion as to 
the outcome of the outstanding rent review and/or the 
outcome of the next rent review. A lower yield tends 
to be applied to the extant rental income (since this is 
established and is considered to be secure income) with 
a higher yield applied to the additional rent that the 
valuer considers is likely to be achieved as result of the 
rent review.

This assumes that the valuation of the surgery is being 
undertaken assuming the property is continuing to be 
used as a surgery. Sometimes valuations are required 
based on an alternative use of the property, typically 
for residential development, and the resulting valuation 
figure can be significantly different. The appropriate 
basis for valuation should be stated in the Partnership 
Agreement but, if not, this needs to form part of the 
instruction for the valuer.

The valuation based upon existing use needs to consider 
the suitability for the premises for the provision of 
primary care. This needs to take into account the location 
of the property, the specification and condition of the 
property, and how this meets the current needs of 
primary care. It must also consider the flexibility of the 
premises and how it may be extended or reconfigured (if 
appropriate) to meet future needs. This all needs to be 
considered in the context of the profile of the incumbent 
practice in terms of the range of services provided, 
patient list size and age profile of the partners.

Even though the valuer may be asked to undertake 
a valuation based on existing use, as indeed may be 
stipulated in the Partnership Agreement, it is sometimes 
apparent that the property is no longer suitable for 
primary care or is not considered suitable for the long 
term provision of primary care. In such instances, the 
valuer needs to revert to the client to advise as such, and 
it may sometimes be necessary to provide valuations 
based both on existing use, and possible alternative use 
of the property.

It is for this reason that advice should be sought from 
suitably experienced valuers. Often future problems are 
stored up when valuers who do not have the necessary 
expertise in primary care properties, undertake 
valuations.

I will be glad to discuss your requirements for valuations 
with you and often liaise with solicitors when Partnership 
Agreements are being drafted to ensure that appropriate 
wording is included in those documents.

09

WINTER 2018

Adam Thompson MRICS ACIArb 
Director, Primary Care Surveyors Ltd 
T 01243 374740 | M 07825 246209 
athompson@primarycaresurveyors.com 
www.primarycaresurveyors.com 



One of the areas of concern for many practices 
is ensuring that they ‘get it right’ for Salaried 
GPs and comply with legislation, the following 
FAQs may be useful:

 Where a salaried GP is employed and takes on 
extra work within the practice, for the purpose of 
tax, national insurance and pension this is not on a 
self-employed locum basis and the overtime or extra 
session should be processed through the payroll 
as additional pay with the appropriate deductions. 
Additional work is pensionable and deductions 
therefore made at the applicable rate.

 Especially in more recent years there has been 
an increase in the differences between pensions 
deducted on the payroll, pensions due (possibly due 
to tier change) and pensions paid via the Open Exeter 
statements especially when maternity, paternity or 
sick leave occur. If you would like any further help 
or advice surrounding this please contact your usual 
accounts manager here at Morris Crocker.

 The most efficient way for an employer to pay 
indemnity for a Salaried GP is directly to the defence 
body or if the Salaried GP pays the subscription and 
you pay them back. Ensure you retain all the details 
relating to the payment on file. 

 If the Salaried GP pays the subscription himself and 
his pay is increased to cover the cost, all the on costs 

would increase i.e. the employer’s NI and employer’s 
superannuation would increase – so it would cost you 
more than just the subscription. The Salaried GP’s 
own NI and superannuation would increase.

 It would also create an inflated salary level on which 
any future pay rises would be based.

With Christmas on the horizon thoughts may be turning 
to the cost of staff rewards around the festive season and 
we have summarised some common benefits and their 
treatment:

CASH BONUSES
Cash bonuses should be processed through the payroll 
and the applicable level of tax, national insurance and 
pension deducted, if your payroll is outsourced please let 
your provider know.

VOUCHERS
 Vouchers that can be exchanged for cash should 

be processed through the payroll with the relevant 
deductions made.

 Non-Cash vouchers not exceeding £50 per employee 
(and not exceeding £300 per year per employee) no 
longer need to be processed through the payroll and 
no tax or national insurance is due.

 Other Non-Cash vouchers are subject to tax and 
national insurance (and if applicable pension). For 
national insurance, reporting the voucher will need 
to be processed through the payroll and for tax, the 
voucher can either be payrolled (the employer must 
register before the start of the year for expenses and 
benefits payrolling) or a P11D must be completed.

NET BONUSES
If you intend to pay a ‘net bonus’ to your employees 
please either advise your payroll provider who will 
arrange this for you or if you process your own payroll 
most commercial payroll software packages have a ‘net 
to gross’ function you can utilise.

A ROUNDUP OF THE 
LATEST PAYROLL NEWS

WINTER 2018

OCTOBER 2018 | MORRIS CROCKER
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BONUSES – PENSIONABLE OR NOT?
All regular* bonus payments are pensionable, this may 
be because it is in an employee’s employment contract or 
alternatively, if staff may have a reasonable expectation 
of receiving a bonus this too would be pensionable - 
perhaps based on past experience. Pensionable bonuses 
will add 14.38% employer’s pension to the cost to the 
employer.

(*regular can be more frequent, i.e. monthly or indeed 
annually, for example)

PAYE SETTLEMENT AGREEMENTS
If you wish to pay the tax and national insurance due on 
any non-cash vouchers over £50 please contact your tax 
manager here at Morris Crocker and we will assist with 
setting up a PAYE settlement agreement.

CHRISTMAS PARTIES AND GIFTS FOR STAFF
There is a tax-free allowance of £150 per employee for 
parties for the year. Any amount above this the benefit 
will have to be reported on form P11D – this would be the 
value of the smallest event that took you over the £150 
limit. The employee and practice will then be subject to 
further income tax and national insurance. The parties 
or events must be open to all employees. Any event only 
for GP partners is not an allowable deduction for tax 
purposes. Only small gifts (e.g. box of chocolates/bottle 
of wine) will be allowable anything larger, such as a 
Christmas hamper, would be assessable as a ‘non-cash 
benefit’ and the employee and practice subject to further 
income tax and national insurance.

We also have a few other hints and tips to help 
your payroll run smoothly:

SELF-SERVE HMRC
Help your employees to manage their tax affairs and 
save time by using Online Personal Tax Accounts. You 
may wish to encourage employees who have a change 
in financial circumstances or address to let HMRC know 
themselves via PTA, they can also access a range of 
other services that they may find useful. To get started 
employees can visit www.gov.uk/personal-tax-account 

PENSIONS AUTO-ENROLMENT
Now that the initial hard work surrounding the 
introduction of auto-enrolment has died down do you 
know your ongoing duties in regard to day to day auto-
enrolment? In particular please consider the following 
instances:

 New employees

 Employees reaching 21 

 Employees reaching state pension age

 Employees not in a suitable pension scheme hitting 
the auto-enrolment thresholds

 Employees ineligible for the NHS pension scheme 
but still within the age/earnings brackets relevant for 
auto-enrolment (including employees who may take 
24hour retirement)

RTI
Please remember, you have until 19.04.19 to submit 
adjustments to your 2018/19 payroll data using the 
monthly FPS and EPS reporting, after this, an earlier 
year update (EYU) will be necessary.

NIC – SMALL EMPLOYERS
The basic rule is that ‘Gross NICs’ totalling less than 
£45,000 per year will render an employer small and 
therefore eligible to reclaim 100% of certain statutory 
pay, SMP for example, and 3% compensation (towards 
employer’s national insurance). Over this level, the 
amount recoverable is 92% of the same statutory pay. 
For in-depth rules and what pay is covered please see 
https://www.gov.uk/recover-statutory-payments and 
ensure that your payroll package is set up correctly 
otherwise you may be recovering too much or too little.

USEFUL LINKS
Please check that you are paying the correct minimum 
or living wage rates to your employees: 
www.gov.uk/national-minimum-wage 

For the latest HMRC Employer bulletin visit: 
www.gov.uk/government/collections/hm-revenue-and-
customs-employer-bulletin 

For the latest NHS Pension Agency newsletters visit: 
www.nhsbsa.nhs.uk/employer-hub/technical-guidance

WINTER 2018

Should you have any other payroll query, your 
usual accounts manager here at Morris Crocker 
would be happy to help where possible.

Tel: 023 9248 4356 | Fax: 023 9249 8163
mc@morriscrocker.co.uk 
www.morriscrocker.co.uk
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In July 2018, it was announced that an 
independent review would be set up to 
review the partnership model of general 
practice, considering how best to reinvigorate 
it and help it lead the transformation of 
general practice.

Independent Chair of GP Partnership Review, Dr Nigel 
Watson, published the interim report on 2 October 
following investigation into exploring the challenges that 
general practice faces. It acknowledges that practices 
cannot continue to work in isolation and that there is an 
increasing role and potential benefits for practices and 
providers who work together. The solutions to some of 
these issues are summarised as including:

 Having a larger and more diversified workforce with 
an increased focus on preventing disease, and more 
self-care and self-management, with the use of 
technology to support patients;

 Increasing GP numbers and making partnership 
more attractive than being a locum;

 Creating primary care networks that will support 
practices with greater use of existing resources;

 Addressing the issue of risk - in lease and freehold 
ownership, by the introduction of a comprehensive 
state backed indemnity scheme and addressing the 
issue of unlimited liability in the partnership model;

 Better recognition of GPs with general practice 
recognised as a speciality;

 Medical students should be allowed more time in 
general practice with placements sufficiently funded.  

The report highlights the potential within the partnership 
model to benefit patients and the wider NHS, and the 
capacity of the model to achieve much more with the 
appropriate support. It acknowledges that there may be 
potential benefits of other contracting models such as 
corporate vehicles in particular circumstances, but this 
needs to be explored further.

The interim report is intended to distil the most 
important factors being developed in the final report, 
stating that over the next three months up to the end 
of 2018, the Review will move to wider consultation. 
Contributions from interested parties are being 
requested, particularly with further evidence of 
innovative best practice in relation to digital technology 
and data and to hear what is already making a difference 
to practices and patients, and supporting partnerships in 
general practice. You can email the Chair and the review 
team with your contributions at: 
GPPartnershipReview@dh.gsi.gov.uk

WINTER 2018

GP PARTNERSHIP REVIEW: 
KEY SOLUTIONS TO REVITALISE
OCTOBER 2018 | MARK JARVIS, PARTNER

For more information on GP partnerships, 
please contact Mark Jarvis in our 
Healthcare Team on 0207 665 0880

Mark Jarvis
mjarvis@vwv.co.uk
020 7665 0880
www.vwv.co.uk
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TAX-SAVING OPPORTUNITIES 
FOR GPS FROM THE 2018 BUDGET
NOVEMBER 2018 | DAVID REES BSC FRICS, PRINCIPAL
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The autumn budget introduced a change 
that will significantly benefit any GP practice 
planning to undertake building works to their 
premises. This is the increase of the Annual 
Investment Allowance from £200,000 to 
£1,000,000 until December 2020.

When improvements to an existing property are 
undertaken, or a new surgery premises is built – then 
some of the cost will qualify for tax relief known as 
Capital Allowances.

This will be the building systems such as heating, hot & 
cold water, electrical systems and lifts, together with all 
of the fitting-out items – which is a lengthy list including 
toilets, staff facilities, security systems, fire alarms, 
built-in furniture etc. 

Typically in a new-build surgery around a third of the 
construction cost will qualify for tax relief. Thus in a £3m 
project there may be £1m in relief – which at the 40% 
tax rate means £400,000 in tax savings to the partners. 
Depending on the size of a partnership and the GPs’ 
incomes, it could mean they will have no income tax to 
pay for perhaps two or possibly three years, as the tax 
relief rolls forward in the accounts until it is used up.

Although refurbishment projects are typically less costly 
than new-builds, the proportion of expenditure qualifying 
as tax relief can be much higher as improvements to 
building systems and fitting-out often form a large 
proportion of the cost.

Where a project is partly funded by an NHS grant then 
this does reduce the availability of tax relief on a pro-rata 
basis. Nevertheless even taking this into account the 
benefit can still be very worthwhile.

For example, in a £1m refurbishment, perhaps £600,000 
might qualify for relief. If there is a grant of 66% then the 
partnership will still have the remaining 34% of the tax 
relief – around £200,000 – all of which is claimed in the 
year of the expenditure. 

It would be an unusual situation but if it is possible, it 
would be very advantageous to make an agreement with 
the grant-awarding body that their funds are specifically 
for works to the structure which do not attract tax relief 
e.g. the exterior shell of the building. If the partnership 
then separately pays for all the systems and fit-out from 
its contribution to the overall project cost, this could 
reduce or eliminate any loss of entitlement to Capital 
Allowances.

Adopting a pre-planned approach to Capital Allowances 
will ensure that the project is tax-friendly and the 
savings are optimized. Also, knowing how much this will 
reduce the actual cost of the project may mean some of 
the tax saved can be utilised to afford a better building.

So, to recap on the key point – building works will mean 
major tax savings for GP partnerships – savings that 
may be useful in a number of ways to the partners. 
Commercial lenders are also very aware of the value of 
the tax relief to GPs and see it as a financial safety net.

The most critical issue is timing as the £1m Annual 
Investment Allowance is available for each year from 
January 1st 2019 until December 31st 2020. Qualification 
is from the date of first use of the property – and so if 
a project will not complete until late in 2020 it will be 
important that the surgery is in use before that year 
ends. There is no certainty of an extension to this very 
welcome increase to the AIA, which it would appear has 
been introduced to help cushion any disruption resulting 
from Brexit. The AIA will no doubt be continued into 2021 
but for the moment it is best to assume that it may be 
reduced back to its 2018 level of £200,000. 

If you have a thought of surgery improvements, 
or have a project that has been on hold, then 
early action is required.

David Rees BSc FRICS
Afilia Capital Allowances
07736 900172
davidrees@afilia.co.uk

David Rees BSc FRICS has specialised in Capital 
Allowances consultancy for over twenty years with a 
particular focus on healthcare. In that time he has advised 
on around 100 GP surgery projects and been responsible 
for claims of around £25,000,000 in tax relief. He is a 
member of the UK Green Building Council and an advisor 
to the Primary Care Premises Forum.
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GP practices will be aware that their medical 
indemnity costs are going to be covered 
for them from 1 April 2019. This is a 
welcome move and will certainly save 
costs for partners.

Additional insurance still needs to be held though - and 
practices should be more wary than ever about whether 
partners are covered on an “occurrence basis” or a 
“claims made” basis.

Certain activities won’t be covered by the state-backed 
scheme; from 2019 practices will still need their own 
insurance for any non-NHS work, and it is still important 
to have legal expenses cover for criminal or GMC 
investigations.

More importantly, what about claims arising from 
treatment that happened before 1 April 2019? At time of 
writing, it is not clear whether the state-backed scheme 
will cover such claims - and if it doesn’t then what is 
known as “run off cover” may need to be purchased. 
Whether partners need it or not depends on whether 
they currently have an “occurrence based” policy or a 
“claims made” policy. The difference between the twois 
crucial.

OCCURRENCE BASED POLICIES
“Occurrence based” insurance policies are generally 
more expensive, because they provide cover “forever” - 
i.e. if you are insured today, then whatever you do today 
is covered, no matter how long in the future an issue 
arises. So even if the state-backed scheme doesn’t 
provide cover for pre-April 2019 treatment, a partner who 
has had an “occurrence basis” policy will have cover for 
those past events.

CLAIMS BASED POLICIES
“Claims made” policies on the other hand work very 
similarly to your car insurance. If something happens 
while you have an insurance policy, you can claim on 
it but if you have a prang after the policy has finished, 
you aren’t covered. These sorts of policies are generally 
cheaper. The problem is: what happens if you cancel the 
policy in March 2019 and a claim comes in for something 
that happened in, say, back in 2017? The insurers will 
point out that their policy no longer covers you. In this 
situation the individual would need to ensure he or 
she has “run off cover”- i.e. a policy which specifically 
protects against pre-April 2019 claims which come in 
after April 2019.

BEST PRACTICE
Those who are considering mergers at the moment 
should also check the insurance policies of the partners 
of the other practice(s). Are they “claims made” or 
“occurrence basis”? If the other partners have “claims 
made” policies, then you should consider whether to 
insist on run off cover (for the protection of all). The 
partners should consider how the cost of that run off 
cover is borne.

We recommend speaking to a specialist healthcare 
lawyer and/or your PI Insurer for further guidance. 

For more information, please contact 
Oliver Pool in our Healthcare Team 
on 0117 314 5429

Oliver Pool
opool@vwv.co.uk
0117 314 5429
www.vwv.co.uk

NEW INDEMNITY INSURANCE 
ARRANGEMENTS? WATCH OUT!

WINTER 2018

OCTOBER 2018 | OLIVER POOL, PARTNER
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